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SUPPLEMENTARY STATEMENT 
OF 


NORTHERN NATURAL GAS COMPANY 


The purpose of Northern's main submission now on file with this 


Commission is to present data and information which show that Northern's 


pipeline system and markets provide a desirable export market for 


Canadian gas. While this continues to be the only purpose for Northern's 


submission and appearance before this Commission, testimony recently 


given concerning transactions and negotiations between Trans-Canada Pipe- 


lines Limited and Northern makes it incumbent upon Northern to supplement 


its submission with the following: 


(1) 


A copy of the contract dated September 16, 1954 between 
Northern and Trans-Canada (Schedule A) 

A copy of the letter agreement extending the Contract to 
April 30, 1955 (Schedule B) 

Documents evidencing the continued negotiations of Northern 
and Trans-Canada (Schedules C, D, E and F) 

Documents evidencing negotiations between Tennessee Gas 
Transmission Company and Trans-Canada prior to Trans- 
Canada's termination of its contract with Northern (Schedules 
G and H). 


Respectfully Submitted, 


Un 1, Mirena 


President 
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September 16, 1954 


Mr. John F. Merriam, President 
Northern Natural Gas Company 
2225 Dodge Street 

Omaha, Nebraska 


Doar Mr. Merriam: 


As we have previously discussed [tn our several recent meetings, 
Trans-Canada Pipe Lines Limited, hereinafter sometimes called "Trans-Canada", 
proposes to construct a large diameter naturai gas pine line from the Province 
of Alberta, Canada, to a point at or near the City of Winnipeg, Manitoba, and 


thence to Eastern Canada. In connection with the sale hereinafter vrovided 
tor, Trans-Canada also prosteses te construct lateral lines from said main 
Xipe fine, ore of which will begin at a noint off the main line near Winnipeg 
end will run south to a point near. the Town of Emerson, Menitoba, and another 


of which will run from a point off the main line to a »xoint at or near either 
the Town of Estevan or the Town of North Portal, Saskatchewan, on the inter- 
national boundary fine. 


Trans-Canada desires to sell to Northern Natural Gas Company, 
hereinafter sometines called “ilorthern",. and Northern desires to s.urchase 
trom Trans-Canada, the volumes of natural aqas at the prices, at the delivery 
Soin of points and uwonw the terms, and provisions set cut herein, and this 
lert-r constitutes our agreement concerning same, 


!. Trans-Canada will deliver and sell to Northern at a nutually 
acceptable delivery point on the international bourcary Jing near Emerson, 
Manitoba, Canada, on the west side of the Red River, but not more than four 
(*) miles west of said river, up to a maximum of 100 million cubic feet 
(100,690 HCF) of natural gas daily, with first delivery and receipt to be 
cormenced on October 27, 1955, or at such earlier datc as may be agreed upon 
between the parties. 


2. Trans-Canada will deliver and sell to Northern, oeginning 
October 27, 1956, an additional quantity of 50 million cubic feet (50,000 
MCF) of natural gas daily, said gas to be delivered at the option of Northern 
either at said point of delivery near Emerson or at a mutually aareeable 
point of delivery at or near the Town of Estevan or North Portal in the 
Province of Saskatchewan on the international boundary line. 


aa s 
SS : 
re Vi Omhni® gyal ee tA oy 
tieh) amis agih 
Le ea — 
< a d 
‘ ® 
AF 


- as A “le : se™ >a e a 
aes Wy pin? Si hu eet oe 
Nera to poltro a. ta & 
“hed ‘" a ie - 
Sileer ie heya fi 

eat A) (nine§ fb 
7 i ab 


: 


Zink 


Me. John F. Herriam, President ag September 16, 1954 


5. In addition to the toregoing volumes of natural ges, Trans- 
Canada will endeavor to cbtain all requisite approval and permits from all 
regulatory bodics of Canada having jurisdiction authorizing it to sell to 
Northern an additional quantity of 50,000,000 cubic fect (50,000 MCF) of 
natural gas beginning Ocicber 27, 1957, and, if all requisite authority 
and approval are so obtained by Trans-Canada, then Trans-Canada will! deliver 
and sell to Northern, beginning on said date, said additional quantity of 


90,000 HCF of natural gas, and out of the total quantity of 200,000 ICF of 
natural gas then deliverable by Trans-Canada to Northern hereunder, 150,000 
MCF therecet shall be delivered at said point of delivery near Emerson, 


Manitoba, and the remaining 50,000 MCF may, at Northern's option, be de- 
livered at said point of delivery near the Towns of Estevan or North Portal. 
ly is provided, however, that in ihe event Trans-Canada nas not procured 

all requisite approval and permits fron all regulatory bodies of Canada 
having jurisdiction authorizing it to sell to Northern such additional 
quantity of gas by December 31, 1955, then Northern may terminate izs 
Gation to receive and purchase such additional quantity from Trans-Canada 
by giving to Trans-Canada within the next succeeding thirty (50) days writ 
notice of its election so to terminate 


4. lf, in addition to the foregoing volumes of natural qas, 
Trans-Canada estimates it will nave avaiiabie an additional quantity of 
90,000,000 cubic feet (50,000 LCF) available for export west of Lahe 
Superior beginning October 27, 1958,then, as soon as is reasonably con- 
venient for Trans-Canada to do 30, but in any event prior to) July i, 1957 
Trans-Canada shall notify torthern that ‘it anticip 
such gas available for sale and ti 

such gas will be so available. ‘ re September 50, 1957, 
shali advise Trans-Canada whether Northern desires to so purcnase such vol- 
ume of gas at such price and upon such terms and cond 

Northern elects not to purchase such gas, its right to purchase provided 

for in this Paragraph 4 shall automatically terminate. in the event Northern 
SO advises Trans-Canada that Northern does Sire to so purchase such vulume 
of gas, Trans-Canada and Northern will e or to secure al! requisite ap- 
proval and permits from such regulatory bodies having jurisdiction authorizing 
such purchase and sale and if all such authority and approval be obtained by 
Trans-Canada and Northern, then Trans-Canada will deliver and sell to Northern 
beginning October 27, 1958 said additiona! volume of gas. 
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5. If, in addition to the foregoing volumes of natural gas, 
Trans-Canada estimates it will have available an additional quantity of 
50,000,000 cubic feet (50,000 MCF) available for export west of Lake 
Superior beginning October 27, 1959, then, as soon as is reasonably con- 
venient for Trans-Canada to do so, but in any event prior to July |, 1958, 
Trans-Canada shall notify Northern that it anticipates that it will have 
such gas available for sale and the price, terms and conditions under 
which such gas will be so available. Northern, on or before September 30, 
1958, shall advise Trans-Canada whether Northern desires to so purchase 
such volume of gas at such price and upon such terms and conditions. In 
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Mr. John F. Merriam, Prostident -35- September 16, 1954 


the event Rorthern elects not to purchase such gas, its right to purchase 
provided for In this Peraqraph 5 shall automatically terminate. In the event 
Northern so advises Trans-Ccnada that Northern does destre to so purchase such 
voluine of gus, Trans-Canada and Northern will endeavor to secure all requisite 
approval and permits from such requlatory bodies having jurisdiction authoriz-~ 
Ing such purchase and sale and if al! such authority and approval be obtained 
by Trans-Canada and torthern, then Trans-Canada will dellver and sell to 
Northern beginning October 27, 1959 said additional volume of gas. 


. 6. Notwithstanding. the actions of either party pursuant to the 
provisions of Paragraphs 3, 4 and 5 hereof, Trans-Canada hereby grants to 
Northern, or its nominee, a preferential right, during the term of thls agree- 
ment, to purchase all aas (excluding such gas as has been offered to Northern 
by Trans-Canada and Northern has declined to purchase) which Trans-Canada may 
have available for export into an area in the United States bounded upon the 
east side by a line running south from the intersection of the international 
border and Lake Superior and on the west side by a line running south from 
the intersection of the state boundary line between North Dakota and Montana 
and the international boundary. 


« SO long as the quantity of natural gas to be delivered at the 
point of delivery near Emerson hereunder is 100,000 MCF, said gas Shall be 
delivered at seid ooint at a pressure of at feast 400 pounds per square inch 
gauge. In the event and when the maximum quantity of gas to be delivered at 
the delivery polnt near Emerson hereunder fs 150,000 MCF dally, said quantity 
shall be delivered at said point at a pressure of at least 450 pounds per 
Square inch gauge. In the event the maximum quantity of gas to be delivered 
at the delivery point near Emerson hereunder ts 200,000 MCF daily, said 
quantity shall be delivered at said point at a pressure of at least 500 
pounds per square [Inch gauge. In the event and when the quantity of 50,000 - 
MCF of gas fs to be made available at the point of delivery at or near the 
Towns of Estevan cr North Portal,.said quantity shall be delivered at said 
pofnt ata pressure of at least 400 pounds peor square inch gauge, 


9; 
a 


8. The unit of measurement for the natural gas to be delivered 
under this Agreement shal! be one cubic foot at a base temperature of 60 
degrees Fahrenheit and at a base pressure of [4.4 pounds perm square inch 
absolute, 


9, The gas to be delivered hereunder shall contain not less than 
950 British Thermal Units (B.T.U.) per cuble foot... The monthly bill, the 
demand and commodity rates, the billing demand and the mintmum bills pro- 
vided for herein all contemplate gas deliveries hereunder which shall have 
an average total heating value of 1,000 British Thermal Units per cubl<e foot. 
In the event that the average total heating value of the gas per cubfe foot, 
measured on 3 dry basis at 3 pressure equal to 30 Inches of mercury and at 
a temperature of 60° Fahrenheit, in any month falls above or below 1,000 
B.T.U., an adjustment shall be made In the total amount which Northern would 
otherwise pay for gas delivered during such month if the total heating value 
were 1,000 B.T.U., provided however that no price adjustment shall be made 
for deliveries of natural gas having an average total heating value of more 


1% 


e. 


he 
- 
f ; 
ns oe | 
ig tas 
gh? 
‘4 
) 
) evi? 
tin 7 foltin 
ave oe | + te gate 
te ten cuen #5 celal ta ima 
a) @efiot .606w van ony ze 


7 
Wie erartisy soli Areca! Fa a iy 
cutaw filter | latay. outs Noes 


‘Cuan. <4 } wig ee lies 8 
: sige: to chu opted ; 


a 7 


Mr. John F, Merriam, Prestdent -4{- September 16, 1954 


than 1,050 British Thermal Units per cubic foot. Such adjustment shall be 
determined by multiplying said amount so othoarwise payable by a fraction, 
the numerator of which fs a monthly arithmetical average total heating valtue 
per cubic foot and the denominator of which is 1,.G00, 


10, The services rendered and the gas delivered hereunder shall 
be patd for in accordance with the following rates: 


(a) For the services rendered and deliveries to be made 
near Emerson, a monthly denand rate of $2.10 per MCF of billing 
demand and a commodity rate of $0.20 per MCF of gas delivered, 


(b) For the services rendered and deliveries to be made 
near Estevan or North Portal, a monthly demand rate of $1.80 
per MCF of billing demand and a commodity rate of $0.19 per MCF 
of gas delivered, 


Hl.) The billing demand at each point of delivery shall be that 
volume which 1s equal to the maximum volume of gas Trans-Canada fs obliaated 
to deliver per day at such point of delivery In accordance with the foregoing 
provisions of Paragraphs 1, 2 end 3 above. for example: 


. (a) The billing demand from October vp US See ysl Sleael eet oteed e 
1956, at the point of delivery at Emerson shall be 100,000 MCF. 


(5) -In the event Northern elects to receive the additiona! 
quantity of 50,0CO MCF of gas referred to In Paragraph 2 above at 
Emerson, the billing demand at said point of delivery shall in- 
crease on.October 27, 1956, to. 150,000-mcF. 


(c) In the event HNorthern elects to rceeive such additional 
quentity of 50,000 MCF of ges referred to in Paregraph 2 above at 
Estevan or North Portal, then, commencing October 27, 1956, the 
bitting demand at Emerson shall be 100;000 MCF and the billing de- 
mand at Estevan and North Portal will be 50,000 MCF, 


(d) In the event the 50,900 MCF of gas referred to in 
Parecraph 3 above is made available, then on October Zhe ADT, 
The billing demand at Emerson shall be increased to 200, 000 
MCF, except that if Northern has elected to teke delivery: of 
90,000 MCF of such total quantity at Estevan or North Pormtal. 
then the billing demand at Emerson shall be 150,000 MCF and the 
billing demand at Estevan and North Portal shall be 50,000 NCF. 


Cle 


(a) The minimum monthly bill of Northern hereunder for 
the services rendered and gas delivered at cach potnt of de- 
livery hereunder shal! be the sum of: 


I. The demand charge times the bit ling demand 
expressed in {iCF; plus 


Il. The Commodity charge times the billing de- 
mand times the number of days In the 
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Mr. John F, Merrfam, President =H September 16, 1954 


particular calendar month betng billed times 
ee 


(b) The minimum annual bt! of Northern hereunder for the 
services rendered and gas deltvored at 6ach point of delivery 
hereunder shal! bo the sum of: 


1. The demand charqe times the bi! ling demand expressed 
in MCF times twolve; plus 


the number of days In the particular annual period 
belng blifed times .75, 


. '¢ ‘ee ' . . 
fi. The commodity charge times the bliting demand times 


13, The commodity and demand rates set forth tn Peracranh [0 
shall apply from and after the date of first delivery hereunder for a 
period of five (5) years, 


During the five-year pertod commencing at the exntration of the 
first five-year period and ending five (5) years after the commencement of 
such second five-year period and during each subsequent five-year period 
during the remaining term of this agreement, the comrodity and demand rates 
shall be determined by negotiation and agreement by Trans-Canada and Northern 
as the fair, just and reasonablo rates to be paid during each such five-year 
period, 


Representatives of Trans-Canada and Northern shall meet and negotiate 
as frequently as necessary commencing six (6) months preceding the date: In 
which the price to be paid hereunder ts.subject to sossible chan rae, for determl- 
nation of the price to be paid during the ensuing five-year pertod. 


{n the event the parties.hereto sha e to agree within 
Thirty (350) days upon such rates then the fair, just and reasonable rates to 
be paid for gas delivered hereunder shati be determined by arbitration. For 
the purpose of arbitration, Trans-Canada and Northern shal! each select one 
arbitrator and the two Crt arOrs decision of a 
majority of said arbit yo the parties 
hereto, shal! be binding. are unable to 


egree upon such third arbitrator, such or Shalit be selected 
by a method to be agreed upon by the *ne executfon of the 
formal contract required heretn. Such arbitrators‘shali render a deciston 
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within sixty ste; days foilovwine apoolntment of the f 


It Is agreed that the rates specified in Paragraph 10 are fair, 
just and reasonable at the time thi s entered into under pres- 
ently existing circumstances. 


14. The gas deliverable hereunder 


(a) Shall be commercially free from dust or other 
sollds or tsysids which might interfere with its merchant- 
ability or cause injury to or tnterference with proper 
operation of the lines, regulotors, meters or other appl{- 
ances through which if fiows; and 
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Mr. J. F. Merriam, President =O September 15, 1954 


(b) Shall not contain more than one grain of hydro- 
gen sulphide or twenty grains of total sulphur per cne 
hundred cuble feet of gas as determined by standard 
methods of testing nor more than seven pounds of water 
vapor per million cubic feet of gas. 


15, The qas delivered hereunder shal! be measured by orifice 
meter or moters of standard manufacture Installed, operated and maintained 
by Trans-Canada at or near the point or points of delivery hereunder. 


16. Bills for the services rendered and gas delivered hereunder 
shall be rendered monthly by Trans-Canada to Nort n and Northern shall 
dispatch to Trans-Canada for the services-rendered and gas delivered here- 
under, on or before the twentieth day of each month or ten days following 
the nresontation of a bill fo Nerthern by Trans-Canada, whichever Is later, 


PaeGanadian funds, at Trens-Canaca!ls office,.tn Calgary, Alberta, or at such 
? te Ys ? 


other address fin Cancda as may be designated by Trans-Canada. 


17. The term of this Agreement, and the formal contract to be 
executed pursuant hereto, shall be for a pertod from the date of accept- 
ance hereof by Northern to twenty-five years following the date of first 
delivery of cas hereunder and thereafter from month to month until termi- 
nated by either party giving sixty days' notice in writing of such party's 
election to 39 terminat<. at the expiration of any such month. 


18. The aqrooments on the part of each party hereto arc, of 
course, subject to their obtaining all requisite approvals and permits 
from oll roqttutory bodics in Canada ond the United) States of Ancrica 
having jurisdiction over the matters contemplated heresy including, but 
mitnout-limitaticn, o permit to Trans-Canede to Gxgorf from, Caneda the 
euentitics of yas Liverazlo hereunder fo Northecn,: the financing and 
eesotetton of such pr ipe Vine project TransvCanada tn eccord- 
Bao With its- present pormit, the ourc nd transportation by Trans- 
Ganade of fhe requisite velumes of gas necessary to mect its commitments 
to Morthern hercunder,-a oernif to Northern to import the gas deliverable 
hereunder into tha United States of America, a certificete of convenience 
miegecessity to construct the facilities necessary To receive such gas, 
and Northern's financing and construction of the nacessery facilities 
Therefor. «The eqreements on thse part of cach party hereto are further 
subject to the-aporeval.of counsel for Trans-Canada as to the sufficiency, 
for the purpose of enabling the parties to fully perform this agreement, 
of all approvals and permits to be obtaincd from governmental and regu- 


latory bodies fn the Unitod States, and to the approval of counsel for 
Northern as to the same for those to be obtained in Canada, it being under- 
stood that approve! or disapproval of counsel shall not be unreasonably de- 
layed or arbitrarily withheld. 

19, The parties hereto shall proceed forthwith to prepare a formal 
contract embodying the provisions herein contained and other standard pro- 
vistons to provide for the sale and receipt of gas agreed to herein, which 
contracts, when prepared and executed, shall supersede, in all respects, this 


Letter Acreement. 
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Mr. John F. Merriam, President -7- September 16, 1954 


20. Trans-Canada agrees to proceed immediately with the steps 
necessary to procure the necessary permits and governmental authorities to 
carry out the provisions horeof, and Northern agrees to commence work im- 
medftately upon and continue to proceed with diligence in filing and prose- 
cuting the applicattons with the Federal Power Commisston of the United States 
of America required to onable Northern to Import the gas sold hereunder, to 
construct the facilities necessary for the receipt of sald gas, and, after 
the procurement of said permits and certificates, to proceed with diligence 
In the financing and construction of all necessary facilities. In the event 
Trans-Canada has not received all necessary governmental! permits and authority 
to export the gas deliverable hereunder by December 3], 1954, Morthern may 
terminate this contract by giving written notice to Trans-Canada of its 
election so to terminate. In the event Northern has not procured all neces- 
sary governmental permits, certificates and authority to import the gas de- 
liverable hereunder on or before December 3], 1954, Trans-Canada may terminate 
this contract by giving written notice to Northern of its-election so to 
terminate, 


If the foregoing correctly reflects your understanding of our 

Agreement ae. sianify your agrecment and approval by staning the cop 
, ee vf 
of this ote t the place, designated below and returning same to us. 


Te 


Yours very truly, 


TRANS-CANADA PIPE LINES LIMITED, 


By ZB EB EL a 


NORTHERN NATURAL GAS COMPANY, 


ALA 
3y re 


President 


~g> cd 


Cot ger. 1 Pp 
» a [ ae | ¢y ' yews 9 ay U BAIS | 
pF OFT! eT mr bf) 27 Fras Ws na dee Rite 
=e’ 3 “ fy i hay at bey joe had wt fo 
=e Cron : i} ity «44 basen,» er a UR 
j a bs ; re mun SegAehe? c ms an be F nal hae eee mr : 
inn f : ; a. | ’ Hp we ; > ad 
: i Py S33} “ws m as err 
hatte ee fie ile > | jee 15 aan 
\ be C, . _ " q 
' - é 
U = Due 4q 
| ee rh 
[ ‘ rs ; 
’ 7 fo.n 


om) Gear] oes ik = 
‘ i? S6697 8, hp 
j 7 ‘7 Pak wer tebe , 


anmm, Ai : 
see 0 mecca cael 5 
oa bizae 
iia, ‘ee ns 
: : 


Oe eT 


ie ae " a1 a . ' 
a . 


segidan l= 4! 

yer ioe Ure 

4 A Peis m4) . 
Laer Ti | 


pi il 
; KS y 
2 rn 
ia 
\ ae : 
aus 
7 j oo | f 
2 2 ; tt id 
€ ee =) 4 S 
' - 
i. 4 9 
} ; : oe. be ve = is q 
oe = i. ie 
: 7 iF ‘eu 7 
* a LA ; 
aa 


4% 
. 


J ~ie ie ’ nes : 
i > se i] 
> om 


TRANS- CANADA PIPE LINES LIMITED 


SOS EicHtw Avenue West 


GALGARY, ALBERTA 
December 13, 1954, 


Mr. John F. Merriam, 
President, 

Northern Natural Gas Company, 
2223 Dodge Street, 

OMAHA, Nebraska, 


Dear Mr. Merriam: 


With reference to the Agreeinent dated 
September 16, 1954, between Trans-Canada Pipe Lines 
Limited and Northern Natural Gas Company, this is to 
evidence our agreement to amend said Agreement by 
extending the dates set forth in Paragraph 20 thercof 
from December 31, 1954, to April 30, 1955, 


Except for the above amendment, said 
Agreement dated September 16, 1954, is and shall remain 
in full force and effect as written. 


If the foregoing correctly reflects your under- 
standing of our agreement, please signify your agreement 
and approval by signing the copy of this letter at the place 
designated below and returning same to us, 


Yours very truly, 


TRANS-CANADA PIPE LINES LIMITED, 


President, 
AGREED TO AND APPROVED this 
ena Files yao lay December 
1754. 
NORTHERN NATURAL GAS COMPANY 


« 


resident, 


ut ry - = 
4 ‘> 1 _ 
han chien ere 
dF ROU FF edad, 
narnia iit rota hath 


ib dé - ter igh SO Happ 


eu 8. aa oe 
y y 
t Soph, tee in  Perar: 


ae eds As 


NORTHERN NALER AL GAS COMPYyy 


PD LU UeCoteeed NE os 


COSENTEN DONG DUNS 


Mareh 17, 1905 


Mr. No E. Tarner, President of Trans-Canada Pipelines (Limited, called 
me today and stated that Canadian gas cannot be made aval lable for export 


4¢ er -.a4t.—~—— ar_a ~ a nm EE cerns at.f - come 
O MOVUITIN NWLUTAL UAGD COMpaly Ullo yuan, 


| This means, of course, that Northern will be required to chanre its 
plans for its 1955 construction program an outlined in the wrious appli- 
cations now pending before tha Federal Power Commission, 


The reason for the dalay, according to Ir, Tanner, is that his com- 
pary 1s unable to obtain acceptable finance agreements in time to complote 
the project this year, He further stated that Trans-Canada will continue 

its plans for the project with the expectation of making pas available 
for export to Northern in 1956, 


Ve are now reviewing our 1955 construction plans in lirht of the 
above Information just received from !ir, Tanner, and ve expect to inform 


you of our new plans for this year in the near future, 


Yours very truly, 


President 
JF Merriaminw 
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TRANS GANADA PIPE LINES LIMITER 
PO Box 500 i 


GALGARY ALBERTA 


March 23, 1955. 


Mr. John F. Merriam, 
President, 

Northern Natural Gas Company, 
2223 Dodge Street, j 

OMAHA, Nebraska, 


Dear John: 


This i8 to confirm our telephone conver- 
sation a week ago today, in which | regretfuliy had to 
advise you that Trans-Canada Pipe Lines would not be 
able to go forward with its construction prograrr during 
1955. Therefore, it will not be possible for us to deliver 
gas to you on the dates we had planned. 


I shall look forward to discussing this whole 


matter with you at some future date, 
With kindest personal regards, I remain 


Yours sincerely,- 


Ne keeanne sn. 


March 28, 1955 


Dear Eldon: 


Thank you for your letter of March 
23rd confirming your statement that Trans-Canada 
Pipe Lines would not be able to go forward with 
its construction in 1955. 


I will be glad to get together 
with you at your convenience to discuss the Northern 
Natural-Trans-Canada plans as they will need to be 
revised to fit the changed circumstances. 


With best regards 


JFM*Y 


Mr. N. E.-Tanner 

Trans-Canada Pipe Lines Limited 
P.O.Box 500 

Calgary, Alberta 


CC-Mr. W.L.Shomaker 
Mr. J.M.Hanley 
Mr. M.L.Mead 
Mr. E.M.Peterson 


—— 


- 


’ 


—_e 


=), ey 
aan Z 
abet ie = 
* b oa 2 

\ ua oe 


TRANS GANADA PIPE LINES LIMITED 


PO Bor 500 


GALGARY ALBERTA 


March 28, 1955, 


Mr. John Merriam, 

President, 

Northern N tural Gis Company, 
OMAHA, Nebraska, 


Dear John; 

I did appreciate receiving a copy of 
your Annual Report for 1954, It is very interesting 
and informative and I want to congratulate you on the 
suceess attained, [ hope that we in Trans-Canada 
will be serving you in the not too distant future, 


With kind regards, 1 am 


Yours sincerely, 


iLL 


N.E. Tanner, 
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TENNESSEE GAS TRANSMISSION COMPANY 


PROPOSED CANADIAN - UNITED STATES 
INTEGRATED GAS PIPELINE PROJECT 


REVISED DRAFT 
MAY 3, 1955 


TENNESSEE GAS TRANSMISSION COMPANY 


Vis ie ae ieee 
‘ 
eae 
PROPOSAL Pree AA PAL: 
Ww OF TENNESSER GAS TRANSMISSION COMPANY bin: Lj i fyi 


png sexent’ there. {aa change in therimmediatenmnilceaphenen 
the Canadian Government relative to an all-Canadian pipeline, Tennessee 
Cas Pe oiemies Lone Company wishes to make the following proposal. We believe 
feaearoponal (1) will make possible higher prices to the producing companies 
in the Provinces of Alberta and Saskatchewan, (2) will result in lower cost 
of gas to utility and industrial customers in Eastern Canada, and (3) will 
provide an adequate return on the cepital invested in facilities from Alberta 
to Winnip.g. 


1. Tennessee Gas will purchase on a 25-year contract 500,000 Mcf 
per day of gas measured at 15.025 p.s.i.a. at Emerson, Manitoba, such gas 
to be delivered at the international boundary. Tennessee Gas will pay 23¢ 
per Mcf for this gas and would take it at not less than 05% load factor 
and would anticipate taking it as near as possible at a 100% load factor. 
The effect of this purchase would be to make the line from Alberta to 
Winnipeg a highly profitable venture. 


In support hereof, a schedule worked out by engineers 
for the Trans-Canada Pipelines showing an assumed ab pipe- 
line and a sale of 525,000 Mcf per day would indicate that 
this line could earn 7% on the invested capital and etill 
return to the producers at the Alberta border anywhere from 
14 8¢ to 15.4¢ per Mcf during the firet five years of opera- 
tion. These prices to the preducers would be approximately 
1g better than the prices which have been discussed by Trans- 
Canada for an all-Canadian pipeline. A copy of this calcula- 
tion is attached to this proposal as Exhibit "A" and is a 
conservative statement of the investment return which could 
be expected on such facilities, since it does not give credit 
to sales in excess of 525,000 Mci per day between Alberta and 
the international boundary at Emerson. 


2. Tennessee Cas Transmission Company would resell to Trans- 
Canada, or such agency es would be designated, the entire requirements of 
Eastern Canadian utilities and industrial customers up to an annual sale of 
182,500,000 Mcf meesured on the same pressure base as our purchase at Emerson, 
Manitoba. The price for such resale would be our New York State zone price 
which is presently $3.10 per Mcf demand and 28¢ per Mcf commodity, both 
figures being for gas at 15.025 p.s.i1.a. pressure base for delivery at the 


international boundary at Niagara Falls. 
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The effective prices at varying 1 
our New York State zone are as Rb hae factors in 


Load Factor Eff 
(per cent) eee 
100 
38. 20¢ 
99 38.70 
90 39 .30 
85 4o.00 
80 4o..80 
le 41.60 
{ 42.60 
66.67 43 30 
65 43.70 
60 45.00 
55 46.60 
he 48.40 
5 50.70 
ho 53.50 


The Canadian agency purchasing such gas would be entitled 
to a 70% loed factor development rate as the maximum charge 
applicable thereunder, until three years after the start of such 


service. 


Without commenting on the ability of the Canadian agency to 
maintain high load factor operation through direct industrial sales, 
4t seems to be the consensus that the maximum day during the first 
year for Eastern Canada, including Union Gas, would not exceed 
236,000 Mcf and the average day for the first year would not exceed 
197,000 Mcf. In the fifth year the maximum day would appear to be 
370,000 Mcf and the average day 310,000 Mcf. 


If the Canadian Company is able to sell gas on this basis 
which is approximately an 65% load factor, it would pay a price 
of 4o¢ (U.S.) per Mcf for gas redelivered at the international 
boundary. Should such e load factor be realized, the Eastern 
Canadian utilities would have the benefit of gas from Alberta, 
2,200 pipeline miles away, at a cost substantially less than for 
any such service rendered by any pipeline system in the United 
States based upon transporting 525,000 Mcf per day, such distance 


at 85% load factor. 


Without the benefit of international legal advice, we presume it 
would be possible to arrange transportation "an bond" of gas so received 
from a Canadian supplier and redelivered to 4 Canadian user and thereby elimi- 
nate from the cost to Eastern Canadian utilities the 3¢ pS Mcf Canadian import 
duty now applicable. This saving amounts to 74% at the 40¢ price and would 
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be a saving over and above gas now bein 
United States. g purchased from sources in the 


Such a transportation or treaty arrangement, if ne 
at a high level, would not only retain eee sea 
for Canadian users, but would also eliminate eubstantially 
the injection of the Federal Power Commission into Dominion 
affaire. 


The proposal of Tennessee to purchase 500,000 Mcf per day at 
Emerson and resel! tne sntire requirements of gas to Eastern Canada would 
benefit (i) producers ard thereby provincial revenue in Alberta, (2) investors 
and thereby the income taxing collections of the Canadian Dominion (as well as 
making the project self-sustaining), and (3) the Eastern Cenadian utility and 
{industrial users through the low transportation cost component and the possible 


elimination of the present Canadian import duty. 


It would seem to us that such benefit would be greatly 
in the public interest, eince higher gas purchase prices will 
encourage deveiopment of natural resources, and lower gas sales 
prices will greatly encourage the public participation in the 
use of gag and the development of industrial uses in Eastern 
Canada. If such & treaty errangement could ve made, it seems 
there would be no point on which ail parts of the Canadian 


economy would not share in the bencfite. 


To further explain this proposal and the complete integration it 
would mean for the Cenadian producers and users of gas, there is attached 
5 tabeled Exhibit "B" which indicates that Tennessee 


to this proposal e may] 
Gas Transmission Company would build e pipeline from Emerson, Manitoba, 
south of Lake Michisgan to connect with its system et Mercer, Pennsylvania. 


At this point gas enterirg Ol system could go direct to Niagara Falls for 
redelivery to Canada, it ¢ go to our principal storage directly east of 


Mercer, or it could be reso , existing markets 


It is also contemplated that should this proposal receive 
favorable consideration by Canadian {nterests, Tennessee Gas 
would also offer @85 tO existing utilities between Emerson and 
Mercer but would look for the long: time support of such sales 
to our reserves now under contrect on tne Gulf Coast. 

shat. Northern Natural has been a staunch 


f a Canadian pipeiine ana has contracted 
to buy up to 150,000 Mcf per day of gas at the international boundary 
Because of this fact, Tennessee would agree to make available to Northern 
at multiple delivery pointe and with combined billing guch gas as necessary 
to save Northern substantial capital additions and provide it with the means 
of rendering superior service in Minnesota and Wisconsin. We would antici- 


pate no competition with Northern in this area. 


We are fully conscicus 
supporter of the weatern portion oO 
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Tennessee would by virtue of the purchase of 500,000 Mcf 
per day firm, have the ability to handle offpeak gas of both 
Canadian and Northern users through its storage operations 
and to redeliver to Eastern Canada the entire requirements. 
Thus the same relative saving would inure to Northern customers 
as to Eastern Canadian customers. 
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Tenncesce Transmission ONers To Buy Alberta 
Natutal Gas At Emerson While Eastern Market 
Is Being Built Up For All-Canadian Line 


By MICHAEL BARKWAY 

OTTAWA (Staft)—A pipcline 
plan now nearing final shape jn 
discussions with Trade Minister 
Howe offers a chance to build up 
the Eastern Canadian imarket 
over the néxt four to six years in 
Preparation for construction of 
an all-Canadian line when the 
market is ready to absorb larger 
quahtitles of Alberta gas. The plan 
involves transmission throtich the 


U.S, during the first biiid-up 


period, 

The scheme was submiitted in 
outline by the Tennessea Gas 
Transmission Co. of the US. It 
has been reviewed, and favorah): 
reported on, by the Bechtel Corp, 
as consultants to Trans-Canada 
Pipelines. 


\ gested, but still subject to nego-| 


It was discussed at a mecting 
this weck between Mr, Howe and 
Gardner Simonds of Tennessee, 
Stephen Bechtel of Bechtel Corp., 
N. A. Tanner and Charles Coates 
of Trans-Canada Pipelines, 

Some of the Features 

Full details of the plan are 
being kept under wraps until it) 
has reached a more final stage. 
Rut here are, its principal fea- 
tures: 

—The Tennessee Gas Transmis- 
sion Co, offers to purchase up to 
{500 million cu. ft, a dav at 

le son, Manu. This would be on 
a firm. take-or- pay 


far 
25° Vvear toad 
jfactor, (ft compares with an 
[initial 100 million cu, ft. per day, 
(Continucd on. page 2, col. 5) 


contract 


allawing a 94% 


(Contintted from page 1) 
rising to 200 million, under the 
existing contract between Trans- 
Cadada and Northern Natural 
Gas Co.) 

—TLennessee would take over 
Northern Na-} 
| 
' 


be| 


the contract with 
tural, which would probably 
increased immediately to 
million cu, ft. 
The price at 


150 


the border supg- 
tfation, is 23 cents per mef, This| 
compares with about 30 cents} 
under the Northern Natural con- 
tract; but it is estimated that the| 
netback to Alberta gas producers | 
(who have been informed of this 
proposal) would be one or pos-} 
sktly two cents higher than that] 


offered by Trans-Canada’s all. | 
Canadian scheme. 
—Trans-Canada Pipe Lines 


would build a 34-in, pipe to) 
Emerson, enough to carry double | 
the contracted qitantity of export 
gas, and leaving plenty ef vapac-| 
ity to serve the Prairies. | 

After serving Northern Natur-} 
al's market in the Minneapolis | 
region, Tennessee's new pipeline | 


[FINANCIAL POST] 
[ May 28, 1955 ] 


|dian market shotild be built up| 


as quickly as possible. 


—The price would b¢ the rate 
prevailing in what the U.93. 
Federal Power Commission calls 
“the New York zone.” This varles 
according to the load factor, but 
it is expected that the price to 
Trans-Canada would come to 


fabout 40 cents per mef. 


Any gas that Canada did not 
take back would be fed int6 
Tennessee’s system or put into 
their large storage capacity in} 
Northern Pennsylvania and West» 
ern New York: 


The proposed agreement stipu- 
Iztes that Tennessee should sup+ 
ply the requirements of Eastern 
Canada for at least three years; 
and that tt should be given one 
year's notice of the intention to 
baci its gas out by building the 
all-Canada line from Winnipeg} 
east i 


Once the all-Canada lina {8 
completed, it Is still envisaged 
that there might not be a large 
enotigh market in Eastern Canada 


would carry the Canadian gas to| to absorb its full capacity; and the 
the outskirts of Chicago, where; Tennessee company undertakes 
lin that case to buy up to 150 


some sales are contemplated. 
From Chicago its line would 
tross the plains into Northern 


'million cu. ft, of Canadian gas 
off the end of the all-Canadian 


Pennsylvania, It would join up line at Niagara. 


with Tennessee's existing system 
at Merccr, Penn. 


For Eastern Canada 

In return for this 25-year sup- 
ply of Canadian gas, this is what 
Tennessee would offer to deliver 
to Eastern Canada: 

--At Miagaru it would offer to 
gell Trans-Canada Pipe Lincs any 
ame nt of gas up to the 500 mil- 
lion cu, ft, a day it gets in the 
West. 

Thera would be no stipulated 
minimum amount, but It would 
be agreed that the Eastern Cana. 


It is understood nere that both 
the Alberta Government and the 
U.S. administration have been 
informally acquainted with the 
proposal of the Tennessee Gas 
Transmission Co, .—— 
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